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AUDIT SUMMARY 

We have audited the basic financial statements of the Virginia Biotechnology Research 
Partnership Authority (Authority) as of and for the year ended June 30, 2020, and issued our report 
thereon, dated December 18, 2020.  We were not engaged to audit the financial statements of the 
Authority’s discretely presented component unit, Virginia Biotechnology Research Park Corporation 
(Corporation); therefore, we did not express an opinion over the discretely presented component unit.  
Our report, included in the Authority’s Annual Report, is available on the Auditor of Public Accounts’ 
website at www.apa.virginia.gov. 

Our audit of the Authority for the year ended June 30, 2020, found: 

• fair presentation of the financial statements, in all material respects, as it relates to the
Authority;

• disclaimer of opinion on the financial statements as it relates to the Corporation;

• no internal control findings requiring management’s attention;

• no instances of noncompliance or other matters required to be reported under Government
Auditing Standards; and

• one risk alert requiring the attention of management and those charged with governance.

http://www.apa.virginia.gov/
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RISK ALERT 

 
Re-evaluate 8L Capital Project 
 
 The Code of Virginia provides the Authority with broad powers to enter into capital projects, 
employ necessary professionals, and issue related debt in order to fulfill its mission.  During the fiscal 
year, the Authority incurred significant capital outlay expenses related to its $50 million ‘8L’ capital 
project (Project).  The Authority Board (Board) and its staff have a broad range of relevant expertise and 
have regularly executed large-scale capital project initiatives since its inception.  However, the Authority 
has often identified unique partnerships or other financing arrangements that have limited its risk.  
Excluding a 2001 debt issuance that was fully backed by a capital lease with the Commonwealth of 
Virginia, the Project would result in the Authority’s largest debt issuance in its history, requiring annual 
debt service payments likely to exceed the aggregate of its current annual outflows.  As a result, success 
of the Project is critical to the ongoing financial health of the Authority.  We present the following 
observations of risk for management and the Board to consider in carrying out their operational and 
fiduciary responsibilities.  
 
 In December 2017, the Board established an Exploratory Committee for Expanded Facilities 
(Facilities Committee) to identify opportunities relating to a new building and parking deck in order to 
promote innovation and to attract and retain life science and other growth-stage companies in the 
region.  At the March 2018 board meeting, the Facilities Committee recommended to the Board to 
immediately move forward with a property at 8th and Leigh.  At the June 2018 board meeting, the 
Facilities Committee provided an update on its work and the Board approved its recommendation to use 
$100 thousand from capital reserves for an architectural and engineering firm (architect) to begin 
planning and design for the project.  The architect’s proposal included $1.3 million for various services 
on an estimated $23.5 million capital project from pre-design through closeout.  In February 2019, the 
Board approved using current resources to fund preliminary stages of the Project with the expectation 
that it would issue $25 million in bonds and reimburse itself with proceeds from the debt issuance.   
 

The Facilities Committee indicated at the February board meeting that it would need more 
authority between board meetings and would check in for approval at designated times; however, no 
specifics were established regarding the delegation of the Board’s authority to the Facilities Committee 
or management.  While the Facilities Committee engaged the Board through numerous collaborative 
discussions and presentations throughout the process, some contractual decisions did not involve the 
full Board.  Clarity in delegation of authority ensures the will of the governing body is met.  

Recommendation 1: The Board may consider more clearly defining the parameters of 

its delegation of authority to the Facilities Committee and management to procure, or 

amend, significant construction related contracts.   
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 Upon the Board’s approval in May 2019, the Facilities Committee selected a project manager and 
construction manager through a request for proposal process in July and August, respectively.  
Management awarded the construction manager a $3.9 million partial contract in January 2020 to allow 
the Project to get started with the understanding that additional construction services would be awarded 
through change orders.  The contract included an appendix agreement that authorized approximately 
$400 thousand in design services to begin immediately, providing that the Board would issue its decision 
in writing by March 2020 on whether to fund the rest of the contract.  In January 2020, Authority 
management also increased the contract with the architect by $900 thousand through informal 
negotiation, processing approximately $1.6 million in payments to the architect during fiscal year 2020. 
 

 In March 2020, the Board approved the Facilities Committee recommendation to significantly 
increase the scope of the Project from $25 million to $58 million and amended its previous resolution to 
authorize debt issuance for the new $58 million amount.  At the March meeting, the Board also approved 
a financial advisor to pursue financing options to move forward with the debt issuance or other 
arrangements, subject to final Board approval.  With the scope increase established, the construction 
manager submitted a change order request in March to management to increase its contract and scope 
of services from $3.9 million to over $13 million.  Management and the Facilities Committee elected not 
to sign the agreement until financing was assured, though management did approve a change order to 
increase the construction manager’s scope by $230 thousand in May 2020.  
 
 Management and the Facilities Committee appropriately ensured availability of financing prior 
to committing the Authority to substantial construction services.  However, it is also important to 
recognize that the Project’s procurement was structured to be Construction Manager at Risk.  This type 
of procurement is intended to establish one guaranteed maximum price with the construction manager 
putting the construction manager at risk to deliver the proposed design in its entirety within that price.  
Establishing any smaller agreements on individual construction phases may unnecessarily shift the risk 
of cost overruns to the Authority and diminish its leverage in contract negotiations.  Our understanding 
of management’s current position as of the date of this report is to establish one guaranteed maximum 
price for the work remaining once financing is secured, which would be consistent with the objective of 
this type of procurement.    

Recommendation 2: If financing is secured, the Authority should establish one 

guaranteed maximum price with the construction manager for the full scope of 

construction services.  

 In January 2020, a novel coronavirus (COVID-19) was introduced to the United States and, by the 
end of March, widespread infection and national responses ensued, resulting in a shift for many 
businesses to working remotely as the nation continues to grapple with the pandemic crisis.  Some 
businesses have begun to re-evaluate their needs for physical space and to build out technology to 
facilitate remote working on a more long-term basis, which may have long-term effects on commercial 
real estate projects such as the Authority’s Project.  Management believes the Project is uniquely 
equipped to endure these potential market changes since it is designed to meet the needs of bio-



 

 

3 Fiscal Year 2020 

 

technology companies, including significant convertible lab space, that may continue to be attractive to 
companies throughout the pandemic.  Management asserts that they continue to receive significant 
interest from prospective customers in need of physical space.  As a result, management believes there 
will be adequate demand for the building.    
 
 Nevertheless, significant uncertainty remains.  It remains to be seen whether the Authority will 
be able to procure financing at an acceptable interest rate to allow the Authority to be able to pay its 
debt service from the projected future revenues of the Project.  As of the end of fiscal year 2020, the 
Authority has spent $2.8 million of the $50 million projected total, recently revised down by the Facilities 
Committee from $58 million, and signed a contract for approximately an additional $4 million.  If 
financing is not available or the Board decides not to move forward with the Project, the capital outlay 
to date would be at risk of impairment.  On the other hand, if the Board obtains financing and moves 
forward as planned, it will be taking on significant investment and debt service during a period of 
uncertainty.   

Recommendation 3: To aid the Board in its decision-making process for the Project, it 

may consider pursuing a market analysis study taking into account recent market 

changes prior to accepting up to $50 million in debt.       
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December 18, 2020 

The Honorable Ralph S. Northam 
Governor of Virginia 

The Honorable Kenneth R. Plum 
Chairman, Joint Legislative Audit 
   And Review Commission 

Board Members 
Virginia Biotechnology Research Partnership Authority Board 
Virginia Biotechnology Research Park Corporation Board 

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
Virginia Biotechnology Research Partnership Authority (Authority) as of and for the year ended 
June 30, 2020, and the related notes to the financial statements, which collectively comprise the 
Authority’s basic financial statements, and have issued our report thereon dated December 18, 2020. 
Our report disclaims an opinion on the Authority’s discretely presented component unit, Virginia 
Biotechnology Research Partnership Corporation (Corporation), because we were not engaged to audit 
the Corporation.  

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Authority’s 
internal control over financial reporting (internal control) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the Authority’s 
internal control. 
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies.  Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Authority’s financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the financial statements.  However, providing an opinion on compliance with those 
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

Authority’s Response to the Risk Alert 

We discussed this report with management at an exit conference held on December 22, 2020.  
The Authority’s response to the risk alert identified in our audit is described in the accompanying section 
titled “Authority Response.”  The Authority’s response was not subjected to the auditing procedures 
applied in the audit of the financial statements and, accordingly, we express no opinion on it.  

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 

Martha S. Mavredes 
AUDITOR OF PUBLIC ACCOUNTS 

ZLB/clj 
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VIRGINIA BIOTECHNOLOGY RESEARCH PARTNERSHIP AUTHORITY 

As of June 30, 2020 

BOARD OF DIRECTORS 

Michael Rao, Ex-Officio and Chairman 
Mary Doswell, Vice Chairman 

Gail Letts, Secretary 
Ken Ampy 

Eric Edwards 
Brian Ball, Ex-Officio 

Levar Stoney, Ex-Officio 
J. Robert Mooney

Vida Williams

Executive Director 
Chandra Briggman 

Chief Operating Officer 
Carrie Roth 

Officers to the Board 
Joy Edgett, Treasurer 

Sara Maddox, Assistant Secretary to the Board 
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VIRGINIA BIOTECHNOLOGY RESEARCH PARK CORPORATION 
As of June 30, 2020 

BOARD OF DIRECTORS 

Michael Rao, Ex-Officio and Chair  
Jennifer Finn, Vice Chair 

John A. Vithoulkas, Ex-Officio and Secretary 

Karen Adams Paul Nolde 
Brian Anderson Erin Powell 
Bryan Bostic Lisa Sims 
Elizabeth Creamer Joseph Tannery 
George Karles Garret Westlake 

Ex-Officio 
John Budesky 
Joseph Casey 

P. Srirama Rao
Brian Ball

Levar Stoney 

President and CEO 
Chandra Briggman 

Chief Operating Officer 
Carrie Roth 

Officers to the Board 
Joy Edgett, Treasurer 

Sara Maddox, Assistant Secretary to the Board 




